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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For the Year 1947 


TO THE SHAREHOLDERS: 

During the year there was a net gain of 23,574 tele- 
phones compared to 32,718 in 1946. The reasons why last 
year’s record was not exceeded were twofold: one being that 
existing outside cable and open wire facilities were filled 
to capacity with scheduled relief slow to materialize and 
the other, the telephone strike which lasted over five weeks 
last spring during which no installations could be made. 
Local and toll calls again reached new high figures. New 
applicants continued to request service which, unfortunately, 
could not be immediately granted due to the lack of tele- 
phone facilities. 



Total operating revenues for the year were $17,845,515, 
an increase of $1,142,955, or 6.8 per cent, over 1946. 

Total operating expenses, not including taxes, amounted 
to $11,995,370, an increase of $1,621,601, or 15.6 per cent, 
over 1946. This marked increase was due to higher wage 
rates coupled with an increase in the number of employees 
as well as increased prices for materials and supplies. 

Operating taxes in 1947 were $2,830,600, a decrease of 
$134,800, or 4.5 per cent, from 1946. The decrease is ac- 
counted for by a reduction in Federal Income taxes result¬ 
ing from the drop in net income. 

In addition to the taxes paid by the Company, Federal 
and State excise taxes on telephone services, which the Com- 
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pany is required to collect from its customers, amounted to 
$3,496,000 for the year. 

While operating revenues continued to increase, operat- 
ing expenses increased at an even faster rate so that the net 
income, or amount of money available for distribution to 
shareholders, decreased. 

Net income available for dividends, therefore, amounted 
to $2,714,172 and dividends in the amount of $2,945,255 
were declared during 1947, the difference, $231,083, being 
paid from surplus. 



Expenditures for new construction in 1947 amounted to 
approximately $8,722,000, an increase of about $3,326,000 
over 1946. Gross additions to plant, including reusable equip- 
ment and material, totaled $9,632,926 compared with 
$6,378,563 in 1946. After deducting the cost of plant retired, 
net additions to plant amounted to $7,349,947 compared 
with $4,877,432 the previous year. Total investment in tele¬ 
phone plant in service as of December 31 was $61,875,832. 

In the Annual Report for the year 1941, mention was 
made of the postponement of the plan to convert the Hamil¬ 
ton Exchange from manual to dial operation due to the 
critical shortage of materials. This project was finally com¬ 
pleted on December 7, 1947 when the City of Hamilton 
and contiguous territory served by this exchange were cut 
over to dial operation. This action completed the conversion 
to dial of all exchanges in Butler County. 

A new garage building was completed and occupied by 
the Company in Batavia. Land was purchased for a new 
dial exchange building for the Ft. Thomas area. In addition, 
extensive remodeling of other Company buildings, in prepa¬ 
ration for the expansion of existing facilities, continued as 
rapidly as availability of materials permitted. 





etvice 


up nones ui <=> 


During the year 49,690 telephones were connected, 
26,116 were disconnected and 20,296 moved to new loca* 
tions. Telephones in service at the end of the year totaled 
303,183, an increase of 23,574 over December 31, 1946. 

A Company landmark was reached on November 18 
when the 300,000th telephone was installed. It was 41 years 
after the founding of the Company before the 100,000th 
telephone was installed, then 21 years to reach the 200,000th 
and finally 7 years more to arrive at the total of 300,000 
telephones in service as mentioned above. Since V*J Day, 
59,807 telephones have been added, an increase of 25 per 
cent over the 243,376 then in service. 

Delivery of ordered materials for the scheduled construe* 
tion program referred to in past reports is still slow. The 
stoppage of all telephone construction work during the strike 
cost the Company more than five weeks time which was 
never fully recovered. Due in a large part to these factors, 
10,600 unfilled applications for telephone service were on 
file by the end of the year. Only 410 of these, however, were 
filed prior to 1947. It is sincerely hoped these may be cleared 
up in the very near future. 

Mobile telephone service continued to expand. There 
were 100 motor vehicles and vessels so equipped at the close 
of 1947. During the monch of December, 1,982 calls were 
handled to and from these telephone sets. Two mobile sets 
were lost, the first in the ilbfated explosion of the excursion 
boat “Island Queen" and the second during the fire on 
the towboat “John L. Beatty". 

Rural telephone construction continued to be carried on 
as rapidly as materials and supplies could be delivered to 
telephone crews and contractors with the result 1,252 new 
customers were being given telephone service at the end 
of the year in the Company's outlying territory. When 
present construction work in progress has been completed 





in the next several months, every prospective customer in 
rural areas will be near an existing pole line which will fadli- 
tate his receiving service with the minimum of delay should 
he desire it. 
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At last year’s Annual Meeting, the shareholders author¬ 
ized the proposed Amendments to the Company s Code of 
Regulations thereby allowing these Regulations to conform 
more fully to modem corporate practice. 

On April 8, 1947, the Board of Directors announced to 
the shareholders a proposed offering of 100,738 additional 
common capital shares to help finance the Company s large 
construction and dial conversion program as indicated in past 
annual reports. Warrants were mailed to shareholders on 
May 29, 1947 evidencing their rights to subscribe for the 
new shares on the basis of one new share for each six shares 
held of record on May 12, 1947. The rights were traded in 
on the Cincinnati Stock Exchange and as of July 2, 1947, 
at the close of the issue, 100,138 shares, or 99.40 per cent, 
of the proposed issue had been subscribed, resulting in an 
increase of $5,006,900 in the Capital Stock. There are now 
704,570 common capital shares issued and outstanding. 

The Company’s shares were owned by approximately 
5,900 shareholders at the end of the year. Located in the 
operating area of the Company were 4,469 shareholders, or 
approximately 76 per cent, who held 53 per cent of the 
total shares. The remaining 24 per cent of the shareholders 
may be found in 41 states and Hawaii as well as two foreign 
countries and includes the American Telephone and Tele¬ 
graph Company, which owns 209,676 shares, or 29.76 per 
cent of the total shares. Of the 5,900 shareholders, more than 
3,300 were women and 1,700 men, while institutions, com¬ 
panies and trust departments of banks constituted the re¬ 
mainder. 
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Being in the communication business, the Company must 
meet the demand for service from present and prospective 
customers even though the cost of providing such service has 
increased and is still increasing above the pre-war level. It 
cannot wait for lower material prices nor wage levels to 
build and install more plant, such as industrial concerns 
may do, but must anticipate to the best of its ability the 
needs of its customers whatever the circumstances or prices. 
Our obligation as a public communication company calls for 
a greatly expanded telephone plant as soon as materials and 
supplies can be delivered and placed in service. This, in turn, 
requires large sums of money to help pay for all these many 
items. 

To make possible such actions will require the mainte' 
nance of a sound financial position which, of necessity, calls 
for enough earnings to continue to attract from the investor 
the necessary amounts of new capital. Telephone rate in* 
creases above the 1926 rate level may be required to produce 
such earnings. Management is studying the situation thor* 
oughly with this in view. 


<d-waul 


The Theodore N. Vail awards are provided for by a 
Memorial Fund established in 1920 in New York City and 
named in honor of the late Mr. Vail, a former President of 
the American Telephone and Telegraph Company. The local 
Committee of Award, composed of certain officials of the 
Company, awarded a Vail Medal in bronze, accompanied 
by a cash award of $100, to Mr. Clayton Newcomb, Chief 
Switchman, with the following citation: 

"For initiative and intelligent, prompt action in effecting 
the rescue of a man who had come into contact with high 
voltage wires”. 
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Payments under the Plan for Employees' Pension, Dis- 
ability Benefits and Death Benefits are provided without 
cost to the employees and $144,984 was disbursed in 1947 
as compared to $148,200 in 1946. This amount does not in¬ 
clude $70,226, paid for time lest by employees during the 
first seven days of absence due to sickness, which period is 
not covered by the Plan. 

Service pensions paid by the Trustee from the Pension 
Trust Fund, which is devoted irrevocably to service pension 
purposes, amounted to $192,165. The report of the Trustee 
of the Pension Fund is shown on Page 16. 



On December 31, 1947 there were 3,216 employees on 
the payroll compared to 2,888 at the end of 1946 and 2,251 
at the close of 1939. 

The total payroll for 1947 was $8,151,010, an increase 
of $955,480, or 13 per cent, over 1946 and $4,278,006, or 
110 per cent, over 1939. 

Negotiations for a new contract between the Union and 
the Management were opened on February 18, 1947. No 
agreement was reached when the 1946 wage and working 
conditions contract expired on March 29. A strike was called 
April 7 and terminated on May 13. This resulted in a con¬ 
siderable sacrifice on the part of the Company, the employees 
and the public. The Company experienced an appreciable 
revenue loss and likewise the employees lost their wages. 
Except in emergencies, all station installation work, outside 
plant construction and central office additions ceased during 
the strike period. 

The fine spirit of cooperation received from our customers 
and the public enabled us to give the best possible service 






under the circumstances. We hasten to recognize the untiring 
efforts of all who remained at work for long periods of time 
so that the community could be assured of emergency service 
at all times during the 36 days of the strike. 



Many problems must be solved in the coming year be' 
fore the Company will be able to provide customers with 
the exact kind of service they wish, on the date they want 
it, but steady progress has been made in this direction and 
it is hoped that the end of the year should see all presently 
held orders cleared up. Such an effort will depend a great 
deal upon the continued and even flow of materials and 
supplies on order. 

Two large dial conversions, the LOcust'SHawnee ex' 
change located in the new BRamble building and the 
MOntana exchange, are scheduled to be completed during 
the year. 

Two new garages, to be known as the Illinois Street and 
Mt. Airy Garages, each capable of housing 55 trucks, are 
due to be completed for occupancy within six months. 

With the loyal support of an understanding public, who 
themselves face some of the same difficulties in their own 
fields of endeavor, the Company will continue to give more 
and better service to all than ever before. 


For the Board of Directors, 

Bayard L. Kilgour, Jr., 

President. 


February 12, 1948. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 

Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Telephone 
Company as of December 31, 1947, and the related consolidated 
statements of income and surplus for the year 1947, have reviewed 
the system of internal control and the accounting procedures of the 
companies and, without making a detailed audit of the transactions, 
have examined or tested accounting records of the companies and 
other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with generally 
accepted auditing standards and included all procedures which we 
considered necessary in the circumstances. 

In our opinion, the financial statements, (pages 11 to 15) present 
fairly the consolidated position of The Cincinnati and Suburban Bell 
Telephone Company and Citizens Telephone Company at December 
31, 1947, and the consolidated results of their operations for the 
year 1947, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

Lybrand, Ross Bros. 6? Montgomery 

Cincinnati, Ohio. 

January 31, 1948. 


— 10 — 









I 


FINANCIAL STATEMENTS 

The Consolidated Financial Statements which follow on pages 
12 to 15, inclusive, consolidate the accounts of The Cincinnati and 
Suburban Bell Telephone Company and Citizens Telephone Company. 
The latter Company operates the Kentucky properties of The Cin¬ 
cinnati and Suburban Bell Telephone Company under a lease which 
provides that all net earnings of the lessee shall accrue to the lessor 
as rent. 

The accounts of these Companies have been maintained in accord¬ 
ance with Uniform Systems of Accounts prescribed for telephone 
companies by Federal authorities since January 1, 1913—originally 
by the Interstate Commerce Commission and since July, 1934 by the 
Federal Communications Commission. The presently prescribed ac¬ 
counting requires, with certain exceptions, that the accounts for 
telephone plant show the original cost of property at the time of 
its first dedication to the public use, whether by the accounting 
company or by a predecessor owner. The total shown for “Telephone 
Plant” in the Balance Sheet represents such original cost, which is 
substantially the cost of the plant to the Company. 

H. W. Heckle, 

Comptroller. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Balance Sheet 

ASSETS 

Dec. 31,1947 Dec. 31,1946 


Plant and Other Investments: 



Telephone Plant (See page 11) .! 

Land and buildings, rights of way, poles, wire, 
cable, underground conduit, switchboards, 
telephones, office furniture, vehicles, tools, etc. 
At December 31, 1947, this property was 
classified in the accounts as follows: 

Telephone Plant in Service_$61,875,832 

563,824,333 

$56,474,385 

Telephone Plant Under 

Construction . 1,915,924 

Property Held for Future 

Telephone Use._ 32,577 



Investment in Subsidiary Company._ 

Capital stock, at cost. 

65,977 

65,977 

Total Plant and Other Investments. 

Current Assets: 

63,890,310 

56,540,362 

Cash. 

1,993,258 

1,967,332 

Temporary Cash Investments. 

United States Government Obligations. 

500,013 

2,000,000 

Special Cash Deposits. 

17,015 

22,852 

Working Funds ........ 

17,118 

12,635 

Accounts Receivable . 

Amounts due for service (less reserve for 
uncollectible accounts), toll settlements, 
interest, dividends, rents and miscellaneous 
items. 

1,825,404 

1,684,174 

Material and Supplies... „ .. 

Principally for construction and maintenance 
purposes. 

808,642 

523,698 

Total Current Assets. 

Deferred Charges: 

5,161,450 

6,210,691 

Prepayments . 

100,475 

89,667 

Rents, taxes, insurance, cost of directories, 
and other expenses prepaid and applicable 
to periods after close of year. 

Other Deferred Charges. 

18,564 

59,921 

Total Deferred Charges. 

119,039 

149,588 

Total Assets .$69,170,799 

$62,900,641 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Balance Sheet 


LIABILITIES 

Dec. 31,1947 

Capital Stock: 

Common Stock___$35,228,500 

Par value of common stock outstanding. 

(Authorized 1,000,000 shares; outstanding at 
December 31, 1947, 704,570 shares.) 


Premium on Capital Stock..... 72,756 

Amount received in excess of par value. _ 

Total Capital Stock... 35,301,256 

Notes Sold to Trustee of Pension Fund... 307,472 

Demand notes held by Trustee as an invest' 
ment of pension trust funds not presently 
required to meet pension payments—see page 
16. Under present arrangements with the 
Trustee, it is expected that approximately 
$200,000 of these notes will be retired during 
1948. 


Current and Accrued Liabilities: 

Advance Billing for Service, and Cus' 

tomers' Deposits _ 499,107 

Accounts Payable and Other Current 

Liabilities_ 2,378,749 

Amounts owing for payrolls, supplies, toll 
settlements, and miscellaneous items. 

Taxes Accrued but not Due. 2,511,186 

Dividend Declared .. 796,164 

Total Current and Accrued Liabilities 6,185,206 


Deferred Credits _ 10,794 


Depreciation Reserve ___ 22,687,026 

Provision to meet loss of investment in 
depreciable plant upon its ultimate retirement 
from service. 


Unappropriated Surplus (See page 15)- - 4,679,045 

Total Liabilities ____$69,170,799 


Dec. 31,1946 

$30,221,600 

72,756 

30,294,356 

497,414 


477,516 

1,817,454 

2,643,801 

683,008 

5,621,779 

6,059 

21,479,985 


5,001,048 

$62,900,641 
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H. W. Heckle, 

Comptroller. 































The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Income Statement 


Year 1947 

Year 1946 

Local Service Revenues.. $14,241,297 

$13,285,436 

Toll Service Revenues_ 

2,869,166 

2,858,328 

Miscellaneous Revenues... 

Revenues from directory advertising, rents 
and miscellaneous sources. 

Less—Uncollectible Operating 

753,786 

563,890 

Revenues ....-. 

Provision for revenues which may be 
uncollectible. 

18,734 

5,094 

Total Operating Revenues. 

17,845,515 

16,702,560 

Current Maintenance __ 

Cost of inspection, repairs, and rearrangements 
required to keep the plant and equipment in 
good operating condition. 

3,544,566 

3,006,856 

Depreciation Expense _ 

Provision to meet loss of investment when 
depreciable plant is retired from service, based 
on rates for the different classes of property 
which are designed to spread this loss of 
investment uniformly over its service life. 
Represents approximately 3.8% of average 
investment in depreciable plant in service. 

1,996,673 

1,873,687 

Traffic Expenses... 

Costs incurred in the handling of messages, 
principally operators' wages. 

3,197,298 

2,607,336 

Commercial Expenses. 

Costs incurred in business relations with 
customers; pay station commissions; also the 
cost of directories, advertising, etc. 

1,178,660 

1,070,832 

Operating Rents-- 

Rents for the use of buildings, poles, conduits 
and other facilities. 

General and Miscellaneous Expenses: 

48,667 

43,085 

Executive and Legal Departments . 

190,797 

177,012 

Accounting and Treasury Departments . 

Provision for Employees' Service 

719,662 

635,136 

Pensions (a) . 

Employees' Sickness, Accident, Death and 

587,302 

451,135 

Other Benefits. 

157,070 

156,570 

Services Received Under License Contract- 

251,433 

235,780 

Other General Expenses - 

290,855 

275,079 

Less: Expenses Charged Construction. 

167,613 

158,739 

Total Operating Expenses . 

Net Operating Revenues (Carried 

11,995,370 

10,373,769 

Forward) - $ 

5,850,145 

$ 6,328,791 


— 14 — 


























The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement (Continued) 



Year 1947 

Year 1946 

Net Operating Revenues (Brought 



Forward) . . 

$ 5,850,145 

$ 6,328,791 

Operating Taxes : 



Federal Income Taxes.. 

. 1,549,500 

1,787,000 

Other Taxes—principally State, local and 


Social Security .-. 

1,281,100 

1,178,400 

Total Operating Taxes. _ _ 

2,830,600 

2,965,400 

Net Operating Income . 

. 3,019,545 

3,363,391 

Other Income . 

106,944 

103,787 

Dividends, interest and miscellaneous income. 


Miscellaneous Deductions from 



Income (a) .... 

395,803 

410,494 

Income Available for Fixed Charges 

. 2,730,686 

3,056,684 

Interest Deductions _ _ _-. 

16,514 

23,637 

Net Income. 

$ 2,714,172 

$ 3,033,047 


(a) Total current accruals for employees' service pensions amounted to $656,582 for 
1947 and $529,865 for 1946, of which amounts $69,280 for 1947 and $78,730 
for 1946 were charged to Miscellaneous Deductions from Income in order to 
comply with accounting requirements of the Federal Communications Commission. 
The Companies and their independent public accountants consider that these latter 
amounts were, in fact, current operating expenses. Additional amounts of $315,000 
for 1947 and $315,000 for 1946 were paid into the Pension Fund and charged to 
Miscellaneous Deductions from Income. 


Consolidated Statement of Unappropriated Surplus 
Year 1947 


Balance—December 31, 1946..... 

Dividends Declared -$ 2,945,255 

Special Adjustment (b)- 69,937 

Miscellaneous Deductions _ 20,983 

Total Deductions - 3,036,175 

Net Income (from Income Statement)-. 2,714,172 

Net Decrease __ 

Balance — December 31, 1947. — 


$ 5,001,048 


322,003 
$ 4,679,045 


(b) Adjustment required by the Federal Communications Commission in respect of 
the purchase in 1927 of certain property from American Telephone and Telegraph 
Company. 


— 15 — 


H. W. Heckle, 

Comptroller. 


















































Trustee’s Report of Pension Trust Fund 
established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Balance in Fund—December 31, 1946. . $ 4,204,761.13 

Additions to Fund during 1947— 

Payments into Fund by Company_$ 971,582.00 

Interest Revenue, including gain or loss 

on investments disposed of._ 123,352.46 

Total Additions .~...$ 1,094,934.46 

Disbursements for pensions during 1947. 192,165.00 

Net Increase in Fund.... 902,769.46 

Balance in Fund—December 31, 1947_ $ 5,107,530.59 

Comprised of — 

4% Demand Notes of The Cincinnati and Suburban 
Bell Telephone Company._ 

Bonds of Bell Telephone Companies... 

U. S. Government Obligations.„.. 

Public Utility, Railroad and Industrial Bonds. 

Cash and accrued interest not due.... 

Total_ 

NOTE: Securities are shown on amortized basis. 

BANKERS TRUST COMPANY, Trustee 

By W. B. DUNCKEL 
Vice President 

New York, N. Y.—January 29, 1948 


... $ 307,471.74 

673,118.10 
2,036,786.91 
1,836,322.50 
253,831.34 
. $ 5,107,530.59 
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SO BUILDINGS 


The Company’s fifty buildings pictured inside this 
folder represent a sizable part of the investment required to supply 
telephone service in this area. Within these walls arc housed 
3400 men and women, millions of dollars worth of central office 
equipment, automobiles, and materials needed in everyday opera¬ 
tion. The cost of these buildings and their equipment is some 
$35,194,000, which combined with cables and other outside 
equipment worth $37,081,000, brings this Company’s total 
investment to the impressive sum of $72,275,000, as of December 
31, 1948. That amounts to over $21,000 for each employee, which 
is more than three times the average for all American industry. 

The Company’s current program of expansion and modernization 
is costing $50,000,000, and includes the construction of additional 
buildings and the installation of much new equipment and cable. 
This program is designed to anticipate the community growth in 
the coming years, and make telephone service available to all 
who order it, when and where they want it. 

Sffie Qc/ne/nna/' ant/ B/u/ur/an S/e/t/trftme */Benyiany 
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This is an artist’s conception of what Telephone City would look 
like if all Company buildings were grouped in a few city blocks. 
It is a picture one ordinarily does not get of fifty buildings spotted 




























at strategic points in this operating area. On the back of this 
folder is a key to the identity of the various buildings pictured 
above, all helping to serve 331,000 busy telephones in this area. 





































































KEY TO THE IDENTITY OF BUILDINGS 
















